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THE INDEX OF GENERAL BUSINESS CONDITIONS 



THIS number of the Monthly Supplement begins 
the presentation of current statistics according to 
the method set forth in the January and April numbers 
of The Review of Economic Statistics. Since many 
elements in the business situation are abnormal, our task 
is of great difficulty, and the facts and conclusions herein 
set forth are presented tentatively. During the ensuing 
months we shall not improbably be obliged to modify 
some of our conclusions, and we shall not hesitate to do 
so frankly. But analysis of all the available data, 
according to the method herein followed, shows that a 
number of the factors in the present situation are func- 
tioning normally, and in normal relations, so that we 
feel justified in beginning publication of a tentative 
index of business conditions. What we are obliged to 
do, by the peculiar conditions resulting from the war, is 
to invite our subscribers to join us in a study of a busi- 
ness index which is not yet working in a perfectly 
normal way, but shows many signs of beginning to 
function normally. If the return to normal business 
relations, as reflected in the statistics, continues during 
the next six months at the same rate that has been main- 
tained since last January, it is not unreasonable to hope 
that, by the opening of 1920, our index may justify us in 
drawing something more than tentative conclusions. 
At the moment, however, we believe it necessary to 
caution the reader that the conclusions herein offered 
are necessarily provisional and tentative. 

Presentation of the data naturally follows the order 
and method suggested by the index of business con- 
ditions for the period 1903-14, published in the April 
number of The Review or Economic Statistics. 1 It 
was there shown that the available data enable us to 



identify three important groups of statistical series 
which moved in certain fixed relations to each OtHer 
during the entire period. The first of these, Group A, 
reflected the movement of speculation; the secoild, 
Group B, reflected commodity prices and volume of 
production; the third, Group C, reflected financial con- 
ditions before, during, and after each period of biisi- 
ness expansion or depression. 2 We therefore naturally 
begin with the statistics falling in Group A, which may 
be called the speculative group. 



I. CURRENT ITEMS OF FUNDAMENTAL 

SERIES 

The Speculative Group (A) 

New York bank clearings for June were 4.6 per bent 
above those for May, although usually the figure fdr 
June is 4 per cent under the May figure. Monthly 
clearings have increased steadily since February to a 
new record figure of nearly $20,000,000,000 in jiifae. 
Usually, July clearings are very slightly above those fdir 
June, and August clearings are 6 per cent under thbs'e 
for July. 

The average price of twenty industrial stocks for Jutife 
was $103.60 compared with $98.60 for May. There haS 
been a strong upward movement since February, wheii 
the average was $82.40. A maximum of $107.90 was 
reached in November 191 6, and a minimum of $70.20 
in December 191 7. 

The number of shares sold on the New York Stock 
Exchange was nearly 33,000,000 in June, a decrease of 
4 per cent compared with May. Usually, the volume 
of sales in June is 14 per cent less than that in May, 
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2 See, especially, the chart on pp. 11 2-1 14. 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1918-19 



GROUP A 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



1018 



Price of twenty 

railroad stocks 

(Units of $1) 



roi8 



Price of indus- 
trial stocks 
(Units of $1) 



igi8 



Building permits 
(Units of 

$100,000) 



1010 ior8 



New York 

clearings 

(Units of 

$10,000,000) 



1018 



Shares traded 

(Units of 
ro,ooo shares) 



roro 1018 



GROUP B 



Production of 
pig iron 

(Units of 
1 ,000 tons) 



1010 ror8 



Outside 

clearings 

(Units of 

$10,000,000) 



1010 roi8 



Imports 
(Units of 

$100,000) 



1919 1918 



January . . 
February . 
March . . , 

April 

May 

June 

July ..,.. 
August . . . 
September 
October . 
November 
December 



S- J 3 
5-24 
5- 2 9 

S-3-I 
5.26 

5-24 



5-25 
5- 2 7 
5-32 
5-37 
5- 2 9 
5-37 
5-43 
5-47 
5-5i 
5-39 
4.98 
5.06 



82.8 
83.1 
84-3 
84.6 
88.4 
88.3 



79.1 
80.2 
80.7 
79.1 
81.8 
83.0 
82.8 
84.4 
854 
88.4 
89.0 
85.6 



81.7 
82.4 
86.6 
91.2 
98.6 
103.6 



76.6 
80.0 
78.0 
77.6 
81.0 
80.4 
81.8 
82.0 
82.5 
86.2 
84.0 
82.5 



134 

207 
328 

495 
640 

737t 



212 

i73 
190 
286 
259 
243 
246 
225 

185 
118 

81 
85 



1786 
1419 
1649 

1733 
1888 

1975 



1472 
1226 

1384 
1409 

1556 
i486 
1540 
1496 
1366 
1692 

1561 
1666 



1 186 
1221 
2140 

2859 
344i 
3286 



1362 
1 142 
842 
740 
2114 
1177 

845 
689 

776 
2067 

1465 
1192 



33° 2 
2940 
3090 
2478 
2108 
2115 



2412 
2319 

3213 
3288 

3446 
3324 
342i 
339° 
34i8 
3487 
3354 
3434 



1456 
1160 

1379 
1326 

143 ! 
1448 



H83 
IOOO 
1224 
I239 
1271 
I246 

1324 
I320 
1271 
I5l6 
1375 
1415 



2I30 

2352 
2676 
2730 
3289 



2339 
2077 
2422 
279O 
3229 
2604 
2419 
273O 
26l7 
2468 
25IO 
2IIO 



t Estimated. 
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July runs about the same as June, and August sales are 
a third more than those in July. Although comment has 
been made on the fact that the sales for June constituted 
" the largest total for any June on record," yet this 
record has been equaled or surpassed by other months 
of the year in 1904, 1906, 1907, and 1916. 

The value of building permits issued for twenty leading 
cities was $64,000,000 for May, as compared with about 
$50,000,000 for April. This was an increase of 28 per 
cent, whereas usually May is 8 per cent under April. 
The figure for June we estimate to be about $74,000,000, 
or 15 per cent over that for May. Usually, June is 3 per 
cent under May, July is 10 per cent under June, and 
August is 7 per cent under July. 

The average yield on ten American railroad bonds in 
June was 5.24 per cent, and in May it was 5.26 per cent. 
These are figures which have been equaled or surpassed 
since December 1917, but never before that date. Gilt- 
edged railroad bonds are now selling on a lower level 
than they have sold for thirty years or more. 

The average price of twenty railroad stocks was $88.30 
in June, and $88.40 in May. The low point reached by 
these railroad stocks in the panic of November 1907 was 
$84.20. That low figure was not reached again until 
October 191 7. 

The Commodity Price and Production 
Group (B) 

Bank clearings of the United States outside New York 
City for June reached $14,480,000,000, the greatest 
total ever recorded in any month. This is one per cent 
over the May figure. Usually, June is about the same 
as May, July is 1 or 2 per cent over June, and August 
is 7 per cent under July. 

Bradstreet's index of commodity prices was $18.90 on 
July 1, $18.09 on June 1 and $17.24 on May 1. During 
the period from May to September, the index is usually 



one-half of 1 per cent to 1 \ per cent under the average 
for the year, due to seasonal declines in foodstuffs. 

Bradstreet's number of business failures was 412 for 
June, the smallest figure ever recorded. Usually, the 
number of failures in June is 4 per cent less than the 
number in May. This year the decrease was 7 per cent'. 
The July figure is usually 6 per cent above the June 
figure and August is 7 per cent under July. 

The value of imports of merchandise into the United 
States in May was $329,000,000, an increase of 20 per 
cent over April. This is a record figure for the monthly 
value of imports. Usually, May runs 4 per cent under 
April, June nearly equals May, July is 3 per cent under 
June, and August is 4 per cent over July. 

The tonnage of pig iron produced in the United States 
in June was 2,115,000 tons as compared with 2,108,000 
tons in May. The Iron Age estimates the "capacity of 
the 200 furnaces active July 1 to be 71,700 gross tons a 
day as compared with 195 furnaces rated at 68,600 tons 
active June 1 . The gain in output in June was the first 
check to a steady decline in the daily average from the 
high point reached in September 1918, at 113,942 tons." 
Usually, June production is 5 per cent less than that of 
May, July equals June, and August runs 3 per cent over 
July. 

Unfilled orders of the United States Steel Corporation 
on June 30 were 4,890,000 tons, an increase of 14 per 
cent from May. Until June, unfilled orders had declined 
steadily since April 30, 191 7, when the record figure of 
12,180,000 tons was reached. 

The Financial Group (C) 

The average loans, discounts, and investments of all 
New York Clearing House banks and trust companies for 
June was $5,020,000,000, an increase of 1 per cent 
from the May figure. The average deposits of the same 
group of banks for June was $4,080,000,000, a decrease 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1918-19 



GROUP B 



Unfilled orders 

u. s. s. c. 

(Units of 
10,000 tons) 



1010 1018 



Business failures 

(Units of 

one failure) 



igio 1918 



GROUP C 



Bradstreet's 

prices 
(Units of $1) 



10.19 1918 



Bureau of 
labor prices 

(Units of 
one per cent) 



1919 



1918 



Dividend 
payments 
(Units of 
$100,000) 



1919 1918 



Rate on four-to- 
six months paper 
(Units of 
one per cent) 



1918 



Rate on sixty-to- 
ninety day paper 
(Units of 
one per cent) 



gig 1918 



Loans, discounts, 

invest'ts, etc., of 

New York banks* 

(Units of 

$10,000,000) 



1919 1918 



Deposits of 

New York banks* 

(Units of 

$10,000,000) 



1919 10 1 8 



January . 

February 
March . . 

April 

May , 

June 

July ..... 
August . . . 
September 
October . 
November 
December 



668 
601 

543 
480 
428 
489 



948 
929 
906 
874 

834 
892 
888 
876 
830 

835 
812 

738 



57i 
492 
486 
462 
442 
412 



1219 
918 

893' 
829 
792 

747 
771 

747 
657 
688 

549 
566 



18.53 
17.63 
17.22 
17.28 
17.24 
18.09 
18.90 



17.96 
18.08 
18.05 
18.44 
18.89 
18.98 
19.18 
19.12 
19.05 
19.02 
18.91 
19.02 



273 
266 
270 
274 



250 
253 
253 
258 

258 
261 
268 

273 
280 
276 

279 

279 



622 
409 

527 
604 
283 
408 
535 



670 
448 
650 
625 

305 
607 

5i9 
408 

572 
606 

333 
595 



5-44 
5-41 

5-5o 
5-5° 

5-5° 
5-66 



5-83 
5.88 

6.00 
6.08 
6.13 
6.03 
6.10 
6.22 
6.00 
6.00 
6.00 
5-97 



5-i9 
5-i9 
5-38 
5-38 
5-38 
5-53 



5-58 

5-69 
5.88 

5-9° 
5.88 
5.88 
5.88 

5-94 
6.00 
6.00 

5-97 
5-78 



475 
476 
485 
489 

497 
502 



411 
423 
434 
442 

454 
45° 
438 
45° 
455 
470 
472 
466 



394 
381 
392 
400 
410 
408 



366 
362 
368 
375 
37o 
374 
362 
362 
374 

377 
380 

386 



Clearing House banks, including members of federal reserve bank, state banks, and trust companies. 
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of one-half of i per cent fiom the May figure. The 
ratio of loans to deposits was 123 per cent. This ratio 
has been well over 100 per cent since May 1917, on 
which date it was 101 per cent. The excess of loans over 
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Chart I. — Corrected series of the speculative group (A). 

New York Clearings (i), Building Permits (6), Shares Traded (8), 
Yield of 10 Railroad Bonds, reversed, (12), Price of Industrials 
(18). 
The heavy shaded line represents the average of series 1, 8, and 18. 



deposits is undoubtedly due to Liberty bond operations. 
Usually, both loans and deposits increase from a half to 
1 1 per cent a month during June and July. 

The rate of interest on four-to-six months commercial 
paper in New York City averaged 5.66 per cent in June 
compared with 5.50 per cent in May. Usually, the rate 
is about the same in May and June but stiffens in July, 
August, and September, remaining high during the rest 
of the year. 

The rate of interest on sixty-to-ninety day commercial 
paper in New York averaged 5.53 per cent in June com- 
pared with 5.38 per cent in May. Usually, the rate 
stiffens in July,; August, and September, ruling i per 
cent higher in the autumn than in May and June. 

Dividend payments by industrial corporations were 
$53,500,000 in July, compared with $56,700,000, $69,- 
300,000, and $54,500,000 for the corresponding month 



in 1918, 1917, and 1 916, respectively. During the first 
five months of 1919, dividend payments were less than 
those of 1 91 8 and 191 7 for the corresponding months, 
but more than those for 1916 and preceding years. 
Dividend payments in August have usually totaled 
about half those in July, and in September about a third 
more than in August. 

II. THE SEQUENCE OF MOVEMENTS 

A study of the various series of statistics used as in- 
dices of general business conditions led to the conclusion 
that, for the period 1903-14, there was a sequence or 
order in the cyclical fluctuations of the several series. 
The fluctuations of certain series tended to precede and 
forecast the fluctuations of commodity prices and other 
series. Although this sequence was greatly disturbed 
by the war and the government control of industry, 
there is evidence that, for certain series, the sequence 
of fluctuations has persisted. It is the purpose of this 
article to examine the current data in the light of the 
conclusions presented in the April number of The 
Review of Economic Statistics. The specific ques- 
tion is this: is there any statistical evidence that certain 
series tend to forecast the movements of commodity 
prices and business activity ? 

During the pre-war period the fluctuations of the 
following series preceded the fluctuations in commodity 
prices : 

Group A 

New York clearings. 

The price of industrial stocks. 

Shares traded on the New York Stock Exchange. 

The value of building permits. 

The yield of 10 railroad bonds (reversed). 

The price of 20 railroad stocks. 

At present the fluctuations in the price of railroad 
stocks clearly do not reflect the business situation. 
Government control of railroads has changed the mean- 
ing of this series. Consequently, it has been dropped 
from the list of significant indices of business activity. 
The remaining series of the list have been corrected for 
seasonal variation and secular trend, 1 and the corrected 
figures for the period since November 1918 are presented 
graphically in Chart I. All of the five series except one, 
the yield of 10 railroad bonds (reversed), show a strong 
upward movement since February. The value of build- 
ing permits is on a lower level than the other series 
because of the government restriction during 191 8. 
The yield of the railroad bonds has remained high prob- 
ably because of the influence of government bond issues 
and the great foreign demand for American capital. 
The remaining series, New York clearings, shares 
traded, and the price of industrial stocks, show persist- 
ent stability immediately following the signing of the 
armistice, with a strong upward sweep since February. 

1 See the discussion in the following section for the method used. 
The table at the end of the following section gives the corrected figures. 
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The average of these three series is given by the heavy 
line (A) of the chart. The evidence of these series, in- 
terpreted on the basis of the pre-war sequence, indicates 
that a period of strong commodity prices and consider- 
able industrial activity is before us. 

Let us now turn to Group B, the group which includes 
commodity prices. During the pre-war period the fluc- 
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Chart II. — Corrected series (entering the average) of the commodity 
price group (B). 

Outside Clearings (3), Bradstreet's Prices (4), (Pertains to first day 
of month). 

The heavy line represents the average of series 3 and 4. 

(The data for series 3 pertain to the entire month; those for series 4 
to the first day of the month. In averaging, the latter was ad- 
justed by taking the means of pairs of consecutive items of the 
corrected series.) 

tuations of the other series in this group were concurrent 
with commodity prices or preceded them by a couple of 
months. The series in this group are as follows: 

Group B 
Outside clearings. 
Bradstreet's prices. 
Bureau of labor prices. 
Business failures (reversed). 
Imports of merchandise. 
Production of pig iron. 

Unfilled orders of the United States Steel Cor- 
poration. 

Four of these seven series should, for special reasons, 
be discarded for the present, as indices of business con- 
ditions. The number of business failures fell rapidly 
during 191 7-18 to a new minimum. Anyone, appar- 
ently, could succeed in business during the phenomenal 
rise of prices. The imports of merchandise have 
changed status since the adoption of the policy of re- 
striction of foreign trade by the United States and other 
countries, the change in prices, and especially, the 
change in the position of the United States in inter- 
national finance. The production of pig iron and un- 



filled orders of the United States Steel Corporation fell 
precipitately after the signing of the armistice, because 
of the special position occupied by the steel industry 
during the war. Neither of these two series, it is clear, 
is at present an index of general business conditions 
(see Chart III). 1 

The remaining series of Group B, outside clearings, 
Bradstreet's prices and Bureau of Labor prices, properly 
corrected, show a family resemblance (see Chart II). 
Stability from February to April has been followed by a 
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Chart III. — Corrected series (not entering the average) of the com- 
modity price group (B). 
Production of Pig Iron (2), Imports (5), Unfilled Orders U. S. Steel 
Corporation (9), (Pertains to lost day of month), Bradstreet's 
Business Failures (reversed) (n), Bureau of Labor Prices (16) 

marked increase in all three series (see Chart III for 
Bureau of Labor prices). 

Let us compare the movements in Groups A and B. 
During the period from December 191 8 to February 
1919 (when the series of Group A remained stable) the 
three series of Group B fell off. During the period from 

1 The figures for June, however, indicate that the expected revival 
in the industry has begun. 
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February to the present, the series of Group A increased 
very rapidly, while those of Group B first became stable 
and then, since April or May, increased. There is some 
evidence, then, that the movements of the series of the 
speculative group (A) are forecasting those of the price- 
and-production group (B). The graphs based on the 
two groups are given in Chart V. 
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Chart V. — Comparison of the averages based on groups A, B, and C. 

(A) Average of the following series of Group A: 

New York Clearings (i), Shares Traded (8), Price of Indus- 
trials (18). 

(B) Average of the following series of Group B : 
Outside Clearings (3), Bradstreet's Prices (4). 

(C) Average of the following series of Group C : 

Rate on 4-6 Months Paper (13), Rate on 60-90 Day Paper (14). 



During the pre-war period a third group of series was 
found in which the fluctuations lagged behind those of 
Group B. Those series are: 

Group C 

Average loans of New York City Clearing House 

banks. 
Average deposits of New York City Clearing House 

banks. 
Rate of interest on four-to-six months commercial 

paper. 
Rate of interest on sixty-to-ninety day commercial 

paper. 
Dividend payments. 

Since the inauguration of the federal reserve system 
in 1 914 and the recent Liberty loan campaigns, bank- 
ing statistics have had a new meaning. Moreover, the 
series for loans and deposits of New York Clearing 
House banks for the period 1903-14 included commer- 
cial banks only, excluding trust companies. Since 1914 
the consolidated statements, excluding trust com- 
panies, have not been compiled. In view of the facts 
that the pre-war series has been discontinued and 
another must be substituted in its place, that the 
federal reserve system has necessitated readjustments, 
that banking activity has been greatly influenced by 
government financial operations, and that the phenom- 



enal rise of prices has resulted in a new level of loans 
and deposits — in view of these facts, any interpreta- 
tion of banking data based on a pre-war analogy is 
hazardous. Consequently, analysis of banking statis- 
tics is postponed for the present. 

The interest rate series (for sixty-to-ninety day paper 
and four-to-six months commercial paper) have usually 
been low at the beginning of a period of industrial 
activity, increasing as activity increases and not reach- 
ing maxima until the turning point in the business cycle 
has passed. During 1915 and 1916 the rates on com- 
mercial paper were at rock bottom, 4 per cent or less. 
During 191 7 the rates stiffened until they ruled over 6 
per cent in 19 18. Since the signing of the armistice, 
rates for commercial paper have ruled around si P er 
cent. At the beginning of a period of industrial activity 
(such as the series of Groups A and B indicate that we 
are now entering) the rate on commercial paper has 
usually been low with a strong upward tendency. At 
present the rates are comparatively high with a moder- 
ate upward tendency. 

The rates quoted for commercial paper, however, do 
not tell the whole story. The federal reserve banks 
discount trade acceptances at 4! to 4! per cent, one- 
quarter of 1 per cent below other forms of commercial 
paper. Notes secured by United States certificates of 
indebtedness or Liberty loan bonds are discounted at 
4 to 4J per cent, a still lower rate. These rates apply, 
of course, to rediscounts by banks, but the banks share 
the advantage of the lower rates with their customers, 
the merchants and manufacturers. It is probable that 
the loans made to customers on notes secured by 
United States war obligations, constitute 20 or 25 per 
cent of " all other loans and investments " for all re- 
porting member banks. According to the consolidated 
statements for all reporting member banks, "loans 
secured by United States bonds and certificates " are, 
however, only about 10 or 12 per cent of " other loans 
and investments." A considerable portion of such 
paper does not appear in the reports of member banks, 
because it is selected for rediscount with the federal 
reserve banks. The statistician of the Federal Reserve 
Bank of Boston estimates that, including rediscounts, 
the loans secured by United States war obligations 
constitute 25 per cent of " other loans and invest- 
ments." * 

It appears, then, that commercial borrowers are 
getting favorable rates by borrowing on paper secured 
by government bonds. Furthermore, it is clearly the 
policy of the Federal Reserve Board to encourage the 
banks to accommodate commercial borrowers rather 
than speculators. In its July Bulletin the Federal 
Reserve Board explained its position as follows: " The 
extremely high level of prices for stocks, and for staple 
commodities for which there exists a speculative 

1 From the Federal Reserve Bulletin for June (p. 529) it appears 
that " for the first time the total discounts of the federal reserve banks 
were over two billion dollars, the percentage of war paper in the total 
being over 90, while an even larger percentage was held in Boston, 
Philadelphia, New York, Cleveland, and Chicago." 
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market, which had been developed in New York and 
elsewhere, and the fact that speculation has spread 
widely throughout the country, has undoubtedly had 
a considerable effect in drawing heavily upon the avail- 
able liquid resources of banks, which at best were none 
too abundant prior to the time when speculative fever 
became well marked. It is well to reiterate the fact that 
the funds of the federal reserve system are in no sense 
intended for the support of speculation and that mem- 
ber banks should bear this in mind when arranging for 
the extension of accommodation to borrowers." The 
recent flurry in the New York call loan market, in 
which rates went to 12 or 15 per cent, was probably due 
to the policy of the Federal Reserve Board in discourag- 
ing speculation. This policy will favor, rather than 
hinder, commercial expansion and industrial activity. 

Chart IV presents the corrected figures for interest 
rates and dividend payments. The interest rate series 
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Chart IV. — Corrected series of the financial group (C). 

Rate on 4-6 Months Paper (13), Rate on 60-90 Day Paper (14), 
Dividend Payments (17). 

are moving as they would after a well developed period 
of prosperity. That is, rates are high with an upward 
tendency. Dividend payments, on the contrary, have 
been decreasing as they would after a period of read- 
justment. 

Upon the basis of the limited evidence available 
during the armistice, we conclude that movements of 
the speculative group appear to precede those of the 
commodity price group, but that the series of the finan- 
cial group are out of line with the other groups. It is 
doubtful, however, whether high interest rates will be a 
dominant factor in the business situation of the im- 
mediate future. The upward movement of the specu- 
lative group presages, then, high commodity prices and 
industrial activity. Moreover, the upward movement 
of the price-and-production group is already in progress. 



If the Federal Reserve Board is successful in its an- 
nounced policy of conserving funds for commercial 
borrowers, the fundamental conditions will be right for 
business expansion during the coming months. 



III. THE STATUS OF INDIVIDUAL SERIES 

Monthly Bank Clearings of New York City 
{Chart 1) 1 

There was a shift during 191 5-1 6 to a higher level of 
fluctuations. A maximum appears to have been reached 
just before the United States entered the war in April 
191 7. This observed movement of the series (a series 
dependent upon speculation) is in accord with the 
hypothesis that speculation was, relatively, most active 
during the period previous to the inauguration of the 
policy of government restriction. During the years 
191 7-18 the fluctuations have been on a high level, but 
they did not shift to a higher level than was reached in igi"j. 
If New York clearings were largely dependent upon 
commodity prices, rather than upon speculation, they 
would have shown a shift to a higher level during 191 7- 
18. The fluctuations since 1917 indicate a sustained 
period of business activity rather than radical changes 
in the situation. During the first half of 1919, however, 
there has been a marked upward movement indicating 
a revival of speculation (both on the stock exchange 
and outside). The present indications are that we are 
approaching a new maximum for New York clearings 
in 1919 or 1920. 

A shift in the level of fluctuations during 191 5-16 has 
been mentioned. A provisional estimate of this new 
trend or level was made by applying the hypothesis 
that a maximum was reached early in 191 7, and that 
this maximum or bulge was relatively the same as the 
bulge that occurred at the time of greatest activity 
(May 1906) during the period 1 903-1 \? 

New York clearings for the months November 191 8 
to February 19 19, corrected for seasonal variation and 
secular trend, show no drop. In other words, New 
York clearings remained constant despite the drop in 
commodity prices. Since February 191 9, clearings have 
increased rapidly. If the rules that held during the pre- 
war period still hold, the upward movement in clear- 
ings presages industrial activity and higher commodity 
prices. 

Monthly Average Price of Industrial Stocks 
(Chart 18) 

In January 1915, the average price of twenty indus- 
trial stocks was $56.60. During the period following, a 
rapid rise carried the figure to $107.90 in November 
1916. From the maximum of $107.90, prices dropped 

1 The chart numbers refer to the charts in the January and April 
issues of The Review of Economic Statistics. 

2 The method used for estimating the new level of New York 
clearings is similar to that explained for indices of commodity prices 
in the June Supplement, p. 10. For clearings the slope of the line of 
trend is assumed to be the same as that for 1903-16. 
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to a minimum of $70.20 in December 191 7. During 
1918, prices increased gradually. There was a slight 
recession after the signing of the armistice, followed by 
a rapid upward movement since January 1919. 

A provisional estimate of the present level of fluctua- 
tions was made by applying the hypothesis that a 
maximum was reached previous to the entry of the 
United States into the war, and that this maximum or 
bulge was relatively the same as the greatest bulge 
that occurred in the prices of industrial stocks at the 
time of greatest activity (June 1906) during the period 
1903-14. 1 

The average price of industrial stocks (a series in 
which there is no systematic seasonal variation) moved 
horizontally from November 1918 to February 19 19, 
and then increased uninterruptedly to date. The fluc- 
tuation of this series is entirely consistent with that of 
New York clearings. 

Monthly Number of Shares Sold on the New York 
Stock Exchange. {Chart 8) 

The secular trend in the monthly number of shares 
sold on the New York Stock Exchange has been down- 
ward since 1903. The total number of shares sold in 
1918 (144,110,000) was smaller than that sold in any 
other year during the period 1903-18, except the years 
1911, 1912, 1913, and 1914. The largest volumes of 
sales were in the years 1906 (284,300,000), 1905 (263,- 
180,000), 1916 (233,320,000) and 1909 (214,650,000). 
It is apparent that the New York Stock Exchange is 
playing a relatively less important role in the securities 
market of the United States than it did ten or fifteen 
years ago. In this series, expressed in physical units, 
there has been no apparent interruption of the sec- 
ular trend by the war. Consequently, the linear trend 
for the period 1903-18 was used as a bench-mark 
from which to compute deviations. A maximum was 
reached just previous to the entry of the United States 
into the war. A low level of sales was maintained during 
19 1 7-18 in spite of general industrial activity. 

The monthly number of shares sold on the New York 
Stock Exchange (a series in which there is no systematic 
seasonal variation) dropped from 20,670,000 in October 
1918 to 11,920,000 in December 1918, was constant 
during January and February 19 19, and then rose 
rapidly to 34,410,000 in May and 32,860,000 in June. 
The volume of sales on the New York Stock Exchange 
tells precisely the same story as that told by New York 
clearings and the average price of industrial stocks. 

Monthly Values of Building Permits Issued for Twenty 
Leading Cities. {Chart 6) 

The total value of building permits issued for twenty 
leading cities in 1918 was $230,300,000. The maximum 
figure previous to that date was $619,300,000 in 1916. 
The figure for 1918 was less than half of the preceding 
ten-year average. The comparisons just made are in 
money values. In physical units, the building for busi- 
ness and residential purposes was probably about one- 



third of the preceding ten-year average. The reasons 
for the small amount of building during 191 7 and 1918 
are commonplace — government restriction, coupled 
with the restraining influence of labor shortage and 
increasing prices. 

There was no building boom in 19 16 comparable to 
the booms in 1905-06 and 1909. In measuring devia- 
tions we will use the secular trend 1903-16 extended. 
Considering the present high cost of building, this is a 
low bench-mark; yet even from this bench-mark build- 
ing is below normal. 

The figures for the values of building permits (cor- 
rected for seasonal variation and secular trend) show a 
strong and uninterrupted upward movement since the 
signing of the armistice in November 1918. In April the 
total values were less than what might normally have 
been expected at pre-war prices. 

Although the values of building permits are still low 
(considering the present high price level) they have 
increased remarkably during the armistice. The move- 
ment since November 191 8 presages industrial activity, 
but that movement must continue if we are to experi- 
ence anything in the nature of a building boom. At the 
present time, the adverse influence is the very high rates 
that must be paid for capital. In previous periods, 
building activity increased when interest rates were low 
(although the rates stiffened as building activity in- 
creased). 

Monthly Yield of Ten American Railroad Bonds 
{Chart 12) 

Since 1903 the average yield of ten American railroad 
bonds has been steadily upward ranging from a yearly 
average of 3.83 per cent in 1905 to 5.31 per cent in 1918. 
At the present time (June 1919) the average is 5.24 
per cent. The annual average increased from 4.43 per 
cent in 19 1 6 to a maximum of 5.51 per cent in Septem- 
ber 1918. In preceding years of industrial activity 
(1905, 1906, 1909, and 191 2, for instance) the yield was 
relatively low, but increased with industrial activity. 
The year 191 7 was a year of transition of interest rates 
to a higher level; the year 1918 marked the culmination 
of this rise. The drop during October and November 
1918, however, has been followed by a rise to approxi- 
mately 5.30 per cent. The available evidence indicates 
that there has been a shift of interest rates to a higher 
level. Assuming that the maximum reached in 19 18 
was similar to that reached in 1907, after a long period 
of demands on the capital market, we have estimated a 
new bench-mark. 2 

The downward tendency in the prices of bonds (and 
the upward tendency of yields) during the armistice 
indicates that a brake is being put on industrial develop- 

x The method used for estimating the new level of the price of 
industrial stocks is similar to that explained for indices of commodity 
prices in the June Supplement, p. 10. For the price of industrial 
stocks, the line of trend is provisionally assumed to be horizontal. 

2 The method used for estimating the new level of yield on ten 
American railroad bonds is similar to that explained for indices of 
commodity prices in the June Supplement, p. 10. For yields, the 
slope of the line of trend is provisionally assumed to be horizontal. 
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ment. There is, however, evidence that the stiffening 
of yield since the signing of the armistice came to an 
end in May and June 1919. 

Bradstreei's Monthly Index of Commodity Prices 
(Chart 4) 

During the period 1903-13, Bradstreet's index of 
commodity prices increased about 15 per cent; from 
19 1 4 to the beginning of 191 8 the index doubled; during 
1 91 8 there was a further increase of 5 per cent; from 
the high point of July 1918 ($19.18) to the figure for 
May 1, 1919 ($17.24) there was a recession of 10 per 
cent. Since May 1, the index has increased to $18.09 
on June 1 and $18.90 on July 1. 

The period 19 15-18 is a period of transition to a new 
price level. This level has been estimated to be $i7.6o. 1 
If the sequence of fluctuations which held during the 
pre-war period still holds, the strong upward trend of 
New York clearings, shares traded on the New York 
Stock Exchange, the average price of industrial stocks, 
and the value of building permits issued, all presage a 
further rise of prices. The international trade situation 
also favors a rise of prices in the United States. The 
disturbing elements in the situation are the high rate 
for capital (as indicated by the average yield of ten 
railroad bonds) and the possibility of a European 
collapse. 

Bureau of Labor Statistics Monthly Index Numbers of 
Wholesale Prices of all Commodities. (Chart 16) 

This series does not show as violent fluctuations as 
are shown by Bradstreet's series. The different selec- 
tion of commodities in the two series probably accounts 
for this difference. Bradstreet's series showed an in- 
crease of 120 per cent between July 19 14 and the 
maximum point of July 1918, while the series of the 
Bureau of Labor statistics showed an increase of 109 
per cent between July 19 14 and the high point of Sep- 
tember 1918. The present level of the latter series was 
estimated in the June Supplement to be 194 as com- 
pared with 100 for 1 913. 

In November and December 1918, the index stood at 
206; there was a drop to 197 in February 1919, and a 
recovery to 203 in April. According to the index of the 
Bureau of Labor Statistics, it appears that the drop in 
prices after the signing of the armistice was arrested in 
February, while according to Bradstreet's index the 
drop was arrested in March. Since the former index is 
based on the average price quotations for February, 
and the latter on quotations for March 1, the two 
indices give consistent results. 

Monthly Bank Clearings of the United States outside 
New York City. (Chart 3) 

Bank clearings outside New York City show the 
effect of the change in level of commodity prices. In 
1913 outside clearings amounted to the record figure of 
$75,320,000,000; in 1918 the figure reached $153,830,- 
000,000. During the period in which wholesale prices 



of commodities doubled, outside clearings also doubled. 
Outside clearings, like prices, are now fluctuating on a 
new level. A provisional estimate of this new level was 
made on the basis of assumptions similar to those used 
for prices. 2 

The figures for outside clearings, corrected for sea- 
sonal variation and secular trend, have held up well 
during the armistice in spite of the recession in prices. 
Since April, outside clearings have shown a strong 
rising tendency. In pre-war times, outside clearings 
moved concurrently with prices, or preceded prices by a 
couple of months. 

Monthly Tonnage of Pig Iron Produced in the 
United States. (Chart 2) 

The production of pig iron has not shifted to a new 
level. To be sure, the production figures for each of the 
years 1916, 191 7, and 1918 were approximately 39,000,- 
000 tons, about a fourth greater than the preceding 
maximum of nearly 31,000,000 tons, reached in 19 13. 
But the long-time trend of production has been strongly 
upward, and the line of secular trend for the period 
1903-16, extended, may be taken to represent the 
present level of fluctuation. 

The figures for pig-iron production, corrected for 
seasonal variation and secular trend, show an uninter- 
rupted downward movement during the armistice. At 
the present time the steel industry, usually a barometer 
of general industrial activity, is out of line with other 
indices of business conditions. A revival of the industry 
from the present low level is indicated by the present 
upward tendency of the other series. 3 

Unfilled Orders of the United States Steel Corporation 
(Chart q) 

The evidence furnished by unfilled orders of the 
United States Steel Corporation is the same as that fur- 
nished by pig-iron production: the steel industry has 
had a decided slump during the armistice and produc- 
tion is now below normal. 

Monthly Imports of Merchandise into the United States 
(Chart 5) 

The value of imports of merchandise into the United 
States in 1918 was $3,031,500,000. The maximum 
annual value of imports before the war was $1,818,200,- 
000 (in 191 2). If prices of imported articles are now 
ruling 50 per cent or more above the pre-war prices, as 
seems not improbable, the physical volume of imports 
has not increased. In view of government restriction of 
imports, price changes and the shift of the United States 
in international finance from being a debtor nation, the 

1 See the June Supplement, p. 10, for an explanation of the method 
used. 

2 The maximum bulge in 1918 was assumed to be above the un- 
known line of secular trend by the same percentage as the maximum 
bulge during the period 1903-13 was above the ordinate of secular 
trend at that time. The slope of the line of trend was provisionally 
assumed to be the same as that for the period 1903-16. 

3 Since the writing of the paragraph above the industry has begun 
to show greater activity. 
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value of imports can have little meaning as an index of 
business conditions. 

During the armistice the corrected figures for imports 
show a slump in December and January, followed by a 
recovery and increase in later months. 

Bradstreel's Monthly Number of Business Failures 
{Chart ti) 

The monthly number of business failures is about a 
third of the number in 19 12, a normal pre-war year. 
The figures for business failures mean nothing at the 
present time as business indices. During the phenome- 
nal rise of prices in 191 7 and 191 8 the number of busi- 
ness failures diminished steadily, and without precedent, 



to the present minimum figures. An increase in the 
number of failures to double the present figures will not, 
in itself, be cause for alarm. 

Monthly Rate of Interest on Four-to-six Months and 

Sixty-to-ninety Day Commercial Paper in 

New York. {Charts 13 and 14) 

The rates on commercial paper have been declining, 
irregularly, for thirty years. During 19 18 the rates 
deviated very little from 6 per cent, not a high rate 
compared with previous years of business activity, e. g., 
1906 and 191 2-13. During the armistice rates for short- 
time paper have ruled around s§ per cent, a rate not 
unfavorable for industrial development. 



CORRECTED ITEMS OF VARIOUS SERIES OF BUSINESS STATISTICS 

(Cycles) 



1918 

November . 
December . 

1919 

January , , . 
February . . 

March 

April 

May 

June 

July ...... 



GROUP A 



Yield 

or teii 
raMroad 



- -9 

- -3 

4- .2 
+1.0 

+i-S 
+1.1 

+ 1.0 



Price of 

indus- 
trial 



+ -7 
+ -5 

+ -5 
+ -5 
+ 9 
+1-3 

+1.9 

+2.4 



BuM«g 
permits 



-3.8 

-3-7 

-3.0 
-2.4 
—2.1 
- .8 
+ .8 



New 

Y1M& 

clearings 



+1.0 

-H.i 

+ 1.1 
+1.1 
4-1.4 
+17 

+2.3 
+2.8 



Shares 
traded 



+ .1 

- -3 

- -3 

- -3 
4-i-Q 
+2.1 
4-2,9 
4-2.7 



GROUP B 



Produc- 
tion of 
pig iron 



4- .8 
+ 9 

4- -7 
+ -3 
— .1 
— 1.0 
-1-7 
-i-4 



Outside 
clearings 



+ -7 
+ -7 

4- -9 

+ -3 
4- .9 
4- -6 

4-1.9 
4-2.0 



Imports 



4-1.1 

- -7 

- .8 

+ -3 
+ .4 
4i-4 

+3-8 



Unfilled 

orders 

U. S. S. C, 



+ -s 

4- .2 



- .1 

- 4 

- -7 
-1.0 
-1.2 
-1.0 



failures 



-4-2 

—6.0 

-4-5 

-4.6 
—4.6 

-4-5 
—4.6 



GROUP C 



Brad- 
street's 
prices 



4-2.0 

+2.2 

4-1.4 

4- .1 

- .6 

- -S 

- -5 

4- .8 
4-2.0 



Bureau 
of labor 
prices 



+ 2.4 
+ 2.4 

4-1.6 
4- .6 
4-1.2 
4-1.8 



Dividead 
pay- 
ments 



— .1 

4-1.6 

o 
4-1.0 

— .1 

— .1 
-1.2 

— -4 



Rate on 

four-to- 
six 
months 
paper 



4-I.O 

4-1 .o 

4- ,9 
4-1.1 
4-I.O 
+i-3 
4-i.J 
4-1.6 



Rate on 
suflty-to- 

ninety 
day 

paper 



4-1.1 
+ -J 

4- -9 
4-1-3 
+1.3 
4-1.4 
4-1.6 

+ 1.9 



